THE WALL STREET TRANSCRIPT 


of Allstate Insurance Company, now an important asset 
in Sears consolidated picture, was a pioneering effort 
to improve the conventional method of distributing an 
essential service. Sears today is exploring new ways 
of distributing other services. These include a touring 
service, equipment rentals, and a credit inspection con- 
cern. Sears has announced that it intends to establish a 
mutual fund. The fund has run into a snag with the 
SEC, but is believed that it will start functioning some- 
time during 1964. 

Sales over the past eight years have shown consistent, 
moderate increases, while profits, though generally trend- 
ing higher, have experienced occasional dips. For the 
fiscal year ended January 31, 1963, sales reached a 
record $4.6 billion with profits equaling $3.08 per share. 
Sales, for the latest nine months were 11.7% ahead of 
last years. ; 

Sears’ employee savings and profit sharing pensions 
fund owns 25.9% of the 75.7 million shares outstanding. 


VITAL STATISTICS 





YEAR (ENDED SALES EARNS PER 
JAN.) (IN, MILL) SHARE DIVS, PAID PRICE RANGE 
1963 $4,603.3 $3.08 $1.90 (1) 
1962 4,267.7 2.91 1.65 88 3/4 - 59 
1961 4,134.3 2.55 1.50 94 3/4 - 54 
1960 4,036.2 2.64 1.40 59 - 44 1/2 


(1) Indicated rate .40¢ quarterly plus .30¢ extra. 


Undervalued Situation — OLIN MATHIESON CHEM- 
ICAL CORPORATION — On May 9, 1963, we reviewed 
Olin Mathieson Chemical Corp., a producer of chemicals, 
pharmaceuticals (Squibb), aluminum, brass, firearms and 
packagi ng and paper products. Common shares have 
since traded as high as $45 and are now selling at the 
$43 level. Our technician, Sylvan Epstein, informs us 
that a trade at $46 could signal a breakout of significant 
upside proportions. 

On October 1, 1963 Olin completed the sale of its un- 
pr eae industrial explosives division for cash. On Sep- 
tember 1, the company ended a rapid five year debt re- 
pay scat in connection with the Ormet Cor p., its primary 
aluminum affiliate. The end of this rapid repayment will 
mean a decrease in the cost of aluminum to Olin of 
nearly 4 cents per share. The lower cost of aluminum 


will ultimately improve Olin’s profit approximately 38 
cents per share. For the latest nine months, earnings 
rose to $2.10 per share versus $1.89 per share for the 


nine months ended 1962. Full year earnings are estimated 
at $2.85 per share with $3.20 projected for 1964. 


December 3, 1963 Albert M. Klein 
Stuart W. Graff 
WEEKLY STOCK NOTES 


Sincere & Company 
208 South La Salle Street, Chicago 4, IIl. 


ADDRESSOGRAPH-MULTIGRAPH — AIN (62) — 
The office equipment industry has been a favorite with 
growth-minded investors for many years, and it’s our 
belief that this industry will continue to reward patient 
holders. As with most growth industries, however, se- 


lectivity is essential. Some companies are highly succes- 
ful. Some fall by the wayside, even though they may 
have a brilliant product. Timing, too is important in in- 
vesting. in stocks of growth industries. 


One of our favorites in this group is Addressograph- 
Multigraph. AM has shown steady growth in sales, earn- 
ings and dividends. Return on the stockholders’ equity 
has been well above average over the years. Moreover, 
its prosperity is not based on one product, but on a 
wide range of complementary equipment and supplies. 
And, it has a strong marketing organization, an or- 
ganization that should be of particular benefit with the 
recent acquisition of the Charles Bruning Company 
which makes specialized copying machines, sensitized 
papers, ete. Finally, AM stock appears to be in a good 
range for long-term accumulation in growth portfolios. 


Like others in its group, AM scaled the heights two 
years ago when it traded at 92 in 1960 and reached 
109% late the following year. In the 1962 shakeout, it 
sold down to 39%. At its peak, the stock sold nearly 60 
times earnings; at the low, about 20 times earnings. : In- 
terestingly enough, AM earnings during this period were 
showing a modest increase. The price-to-earnings mul- 
tiplier currently is around 30, a ratio which is on the 
conservative side for this group and in relation to stocks 
as a whole. 

Last fiscal year, earnings got off to somewhat of a 
slow start due to heavier-than-usual expenses in con- 
nection with a 40% enlargement of the big Cleveland 
plant, but they rebounded as the year finished. Final 
net equalled $2.04, up from $2.00 for the year ended 
July 31, 1962. (Ten years ago, earnings were 85¢ a 
share.) With non-recurring expenses lower, net in the 
first quarter, which ended October 31, equalled 43¢ vs 
37¢ a year ago. 

Since earnings of Bruning will be consolidated in sub- 
sequent: quarters, comparisons may be effected as a re- 
sult of a very slight amount of dilution, but on a long 
range basis this acquisition should prove beneficial and 
help lift AM earnings to a new plateau. Dividend in- 
creases may be expected to follow as they have each 
year for some time now. Payments currently are on a 
$1.00 annual basis. In addition to two recent splits, small 
stock dividends have declared with some regularity, 
though not this year in view of the larger than nusual 
increase in cash payments. 


WITCO CHEMICAL — WIT (44) — As suggested 
in our recent discussion of Witco, directors this week 
voted to increase dividends. At the same time, they 
voted to split the stock 3-for-2, effective the second quar- 
ter next year. The rate on the new stock will be 20¢ 
or the equivalent of 30¢ on presently outstanding shares 
on which quarterly payments have been 25¢. In effect, 
the annual payout is being raised from $1.00 to $1.20, 
or 20%. It also marks continuation of successive yearly 
increase since the stock was first offered to the public 
in 1958. With earnings estimated at $2.50 to $2.60 this 
vear (vs $2.28 in 1962) the stock of this diversified chem- 
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ical company is selling around 17 times earnings which 
seems quite reasonable in view of the company’s good 


growth record. 
December 5, 1963 


DI GIORGIO FRUIT CORPORATION 


Dean Witter & Co. 
14 Wall Street, New York City 


Earnings of Di Giorgio Fruit Corporation registered 
a sharp increase from the depressed levels of a year 
ago in the nine months to September 30, 1963, indicat- 
ing that a record profit will be recorded for the full 
year. The interim statement of earnings follows: 

Nine Months Ended 
September 30 
1963 1962 





Net sales and other operating 


revenue — $82,844,416 ~$80,883,504 


Pretax earnings before credit 3,142,644 (147,052) 
Net earnings before credit 1,562,644 (2,052) 
Amortization of credit arising 

from consolidation of 

subsidiaries 150,000 187,500 
Net earnings 1,712,644 185,448 
Net earnings per average share(1) $1.02 $0.10 


(1) 1,677,954 shares in 1963 and 1,773,430 shares in 1962. 


In his letter to shareholders, J. S. Di Giorgio, Chair- 
man of the Board, attributed the excellent recovery in 
earnings to: 


1. abnormally good profits in Florida citrus crops as 
weli as from the canned and frozen concentrated 
juices under the TreeSweet label; 


substantial improvements in S & W Fine Foods, 
Inc. operations and net profits. It will be remem- 
bered that 1962 results were adversely affected by 
extraordinary advertising and promotional outlays 
and other nonrecurring costs, all undertaken to 
form the foundation for increased operating effi- 
ciencies and sales volume; and 


3. profit improvements in all other subsidiary opera- 
tions, most significantly in Wood Canning Com- 
pany and Klamath Lumber & Box Co., Inc. These 
gains were achieved despite lower profits from the 
potato and northern California pear and plum crops 
as mentioned in our September memorandum. 


Although agricultural operations con result in wide 
swings in profits in the final months of the year, the 
excellent third quarter report suggests that record earn- 
ings of $1.25 a share are a reasonable projection for 
1968. 

Dean Witter & Co. headed an underwriting of Di 
Giorgio Fruit Corporation Common Stock at $17.50 per 


bo 


share on May 24, 1961. The stock is currently selling 
on th: New York Stock Exchange at about $16.00. 
JFK/sd/SF 

12/2/63 
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